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ABSTRACT 
 
The treatise analyses the issues around budgets and examines budget expenditure control 
procedures. The research method selected has been formulated from the research onion 
process (Saunders, Lewis and Thornhill 2009).  This methodology first identifies the research 
approach, research strategy, timelines and data collection methods.  As part of the research 
process, a quantitative approach has been taken and a survey was carried out in relation to the 
collection of quantitative data for the purposes of the treatise research.  The final analysis of 
the survey results is reflected in the conclusion of the research findings. 
 
Budget expenditure control procedures provide a company with a method of control for 
managing actual spending against the budget.  Most companies have a refined practice of 
budget preparation, and in the larger companies, these are implemented across all departments 
and carried out by respective managers.  Once the budget is in place, it is the responsibility of 
the managers to ensure that those having expenditure authorisation adhere to it.  If control 
procedures are well managed, this allows for improved efficiency in operations and can lead to 
benefits in budget performance.    
 
Control procedures that are inefficient and poorly managed will inhibit budget objectives 
being achieved.  The control procedures for budget expenditure can be formulated and applied 
to optimise budget performance and to control budget variance.    Formal budget expenditure 
control procedures, as part of a company’s budget strategy, can provide managers with an 
effective business tool that improves current budget spending control procedures.  This will 
then result in the identification of potential efficiency gains and improve budget performance.  
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CHAPTER 1 
INTRODUCTION, PROBLEM STATEMENT AND OUTLINE OF RESEARCH 
PROJECT 
 
1.1 INTRODUCTION 
 
A budget is a forecast plan that has the potential to provide a company with financial 
objectives supportive to its overall operations.  The financial objectives are based on the 
expected flow of monetary receipts and expenditure (cashflow) (Hellriegel, Jackson, Slocum, 
Staude, Amos, Klopper, Louw and Oosthuizen 2010:416).  The preparation of a budget is 
generally an annual process with a monthly budget review of actual spending in comparison to 
what was planned.  It provides a mechanism for tracking performance against financial 
objectives (Stutely 2009:299).        
 
The budgeting process provides a framework for implementing strategic decisions and 
ensuring resources are efficiently allocated to achieve specific measurable targets 
(Raghunandan, Ramgulan and Raghunandan-Mohammed 2012:111).  If implemented 
efficiently, a budget can identify future potential efficiency gains.  It will support overall 
performance objectives, short term and long term financial planning.  A realistic overview of 
financial objectives is strategic in maintaining a healthy budget.  A budget can identify 
whether monetary receipts are on target or vice versa for expenditure.  However, if exceptions 
are not identified to the appropriate decision-makers, then the budget is not effective in 
supporting the financial objectives.     
 
Budget procedures involve a lot of planning and forecasting and the final compilation of data 
can become very complex, particularly within large companies.  The achievement of optimal 
resource allocation, cost awareness and quantification of benefits is relevant (Raghunandan et 
al. 2012:111).  Budget planning and monitoring procedures will assist in ensuring optimal 
financial objectives and budget performance.  These procedures can form part of the 
implementation plan for the budget and any budget problems can be effectively resolved.  Any 
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exceptions, or variance, from the budget can be identified with regular monitoring procedures.  
An effective budget process will support better decision making and, ultimately, a more stable 
financial environment.   
 
Each year, companies become involved in the annual cash budget process with preparing and 
implementing suitable budget targets.  The budget process can involve many managers across 
the departments and it is a process that is reviewed and authorised by top level management.  
Once the budget has been approved and implemented, managers throughout the departments 
are responsible for overseeing expenditure against budget targets and reporting to top level 
management.  The goals set for revenue, profit requirements, and operating expenses must be 
achieved without compromising quality requirements (Oak & Smidgall 2009:413). 
 
Company managers manage the expenditure through the various levels of authority and 
system limits.  The system limits are generally reflected with override features.  If an amount 
is entered into the system and it exceeds the authorised limit, then an override flag is raised, 
and for the payment to proceed, the override needs to be authorised by the respective level of 
authority.  The override feature is there to ensure operations are not threatened, as it may be 
necessary for ad hoc payments exceeding budget to be made to keep operations running.  
Communication of expenditure, in this regard, becomes important in order to effectively 
manage the overall budget targets and spending requirements. 
 
When actual spending has exceeded the budget, or there is a need to exceed the budget, then 
notification needs to be provided to top level management for authorisation to be obtained.  
Managers are required to explain variances in the budget and to report actions taken to correct 
those causes of variance (Yuen 2004:524).  Higher management like to be kept informed in 
relation to budget spending and also ensure that budget variance is being managed efficiently 
in relation to budget spending.  As per Yuen (2004:524) it is likely that companies will be 
required to spend for non-budgeted items and, accordingly, senior management need to allow 
subordinates the opportunity to explain the factors that have caused large variances.  Correct 
allocation of coding and communication of overrides are key functions that can help keep the 
overall budget variance under control.    
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If efficient control procedures are put into place for communicating and controlling budget 
overrides then the variance of actual spending versus the budget can effectively be minimised.  
This will ensure for a more efficient department in adherence to the overall budget 
requirements of the company.  An understanding of what is required and how to achieve this 
goal may help in serving the wider company projects and profit margins.  As per Yuen 
(2004:524), budgetary feedback concerning the degree to which budget goals have been 
achieved is an important variable.  Regular reports should be issued to facilitate adjustments to 
off-target operations.  Explanations for variances need to be understood by both parties (senior 
managers and lower level managers).  Accordingly, good reporting and feedback measures can 
optimise budget performance.      
 
1.2 RESEARCH  PROBLEM 
 
A common criticism of budgeting is that budgets take time to compile and finalise.  However, 
once approved, a budget will generally have clear well defined targets.  The variance between 
the actual results and the budgeted targets need to be regularly monitored and appropriate 
feedback needs to occur between senior management and subordinate managers.  The 
behaviour and approach taken by managers toward the budgeting process becomes relevant in 
the budget process.  As stated in Raghunandan et al. (2012:116) “budgets do not possess the 
capacity of becoming effective performance and control tools nor is there an automatic 
outcome during this process”.  A high level of sensitivity and excellent communication skills 
are also considered as having a successful impact on budget performance.  Accordingly, 
having good controls and good behavioural management in place can help to mitigate some of 
the problems that can occur with budget performance issues.     
 
The research problem for this treatise is:  
 
Poor management and communication of budget variance will provide poorer efficiency 
gains.  
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1.3 PROBLEM STATEMENT 
 
The current expenditure procedures following the implementation of the budget are not always 
efficiently managed.  The actual implementation of the budget can often present problems 
with budget variance.  This can be as a result of issues such as misallocation of codes or poor 
communication.  It is also likely that the same issues will be across the various departments 
within the organisation.  As a result, there can be issues such as misallocation of codes and 
poor communication of variance to the appropriate level of company management that are 
overseeing the budget.  A formal procedure aimed at targeting the budget variance issues can 
help to improve budget monitoring.      
 
The problem statement is:  
 
Analyse budget expenditure control procedures for improved budget monitoring.  
  
1.4 THE OBJECTIVE OF THE RESEARCH  
 
The overall research objective is to identify some of the weaknesses of budget control in 
relation to budget expenditure and to provide recommendations for effective budget 
expenditure control procedures.  The primary and secondary research objectives are 
determined as follows:   
 
1.4.1 Primary Objective 
 
The primary purpose of this study is to analyse budget procedures and, in particular, budget 
expenditure control procedures.  Based on the purpose of the research the primary objective is 
to:  
 
Propose effective budget expenditure control procedures. 
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1.4.2 Secondary Objectives 
 
a) Research budgets, budgeting practice and protocol. 
b) Analyse budget procedures. 
c) Research budget communication. 
d) Analyse budget spending and budget variance.  
e) Research budget monitoring and control procedures. 
f) Analyse effective budget monitoring procedures. 
g) Evaluate budget monitoring procedures. 
 
1.4.3 Research Questions 
 
Based on the purpose of the research and the research objectives, the main research question 
is: 
 
How can budget expenditure control procedures be effectively managed? 
 
Sub research questions: 
 
a) What are the considerations for budget forecasting? 
b)  How does communication impact on budgets? 
c) What are the problems with spending in relation to the budget? 
d) How can the budget spending procedures be improved? 
e) How can the budget spending procedures be monitored? 
f) How can the system help budget monitoring procedures? 
g) How can budget monitoring procedures be implemented? 
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1.5 DEFINITION OF KEY CONCEPTS 
 
The following accounting definitions are some of the key concepts of the research undertaken.   
 
ACTIVITY BASED BUDGETING - Activity based budgeting is a budgeting tool designed 
for the manufacturing industry.  Activity based budgeting enables companies to forecast the 
changes in resource demands from projected process efficiencies and changes in the volume 
and mix of transactions. 
 
BEYOND BUDGETING – A budgeting approach strongly connected and integrated to the 
company’s strategy with leadership and process principles.   
 
BUDGET - Budget is an itemised listing of the amount of all estimated revenue anticipated 
along with a listing of the amount of all estimated costs and expenses that will be incurred in 
obtaining the above mentioned income during a given period of time.   
 
BUDGET CONTROL - Budget control is actions carried out according to a budget plan. 
Through the use of a budget as a standard measure, an organization can ensure that the 
managers are implementing its plans and objectives. Their actual performance is measured 
against budgeted performance. 
 
BUDGET PERFORMANCE REPORT – Comparison of planned budget and actual 
performance. 
 
BUDGET SLACK – Underestimation of revenue and overestimation of expenses in order to 
make goals easier to achieve.  
 
PROFIT PLANNING - Profit planning is a ‘profit wheel’ method for planning future financial 
cash flows of profit centres.    
 
REGRESSION ANALYSIS – A forecasting tool that is used to identify financial trends.  
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ROLLING BUDGET - A rolling budget adds a future accounting period's budget to replace a 
budget for an accounting period that has past.  
 
TREND ANALYSIS – Applying a mathematical tool to analyse financial data.  
 
VARIANCE ANALYSIS - Variance analysis is the process of examining in detail each 
variance between actual and budgeted/expected/standard costs to determine the reasons why 
budgeted results were not met. 
 
ZERO BASED BUDGET - Zero based budgeting is where the expenses or costs of the prior 
year are not taken into consideration when establishing expense or budgetary levels looking 
forward. Each expense category starts from zero.  
 
 
1.6 DELIMITATION OF RESEARCH 
 
The research being undertaken is on budget expenditure control procedures.  Accordingly, 
extensive literature research has been carried out on this subject area.  An analysis has been 
carried out with concluding results and recommendations in relation to the weaknesses of 
budget expenditure control procedures.  A questionnaire survey has been undertaken for the 
collection of quantitative data for statistical analysis.  The findings and results of the survey 
are discussed in detail and these results form a significant part of the research being carried 
out.  In particular, the survey is relevant to the determination of the overall findings and 
conclusions being made, of which recommendations are formulated.  The scope of the survey 
is limited to logistics companies within Port Elizabeth and the Eastern Cape of South Africa. 
 
1.7  CONTRIBUTION OF STUDY 
 
The importance of this research was to ascertain whether budget expenditure control 
procedures can help budget variance to be effectively controlled and managed.  This 
information can be used for consideration by companies in relation to budget expenditure 
control and forecasting.   
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1.8 THE RESEARCH DESIGN AND METHODOLOGY 
 
1.8.1 Research Process 
 
 
Figure 1: The research onion (Saunders et al. 2009) 
 
 
The research process and methodology has been formulated from the research onion process 
(Figure 1).  The research “onion” process shows the layered relationship between the various 
aspects of the research process. The research philosophy is firstly identified, followed by the 
research approach, research strategy selected, the time lines and the data collection methods.  
A methodology provides an analysis of particular method or methods used in a given study.  
As per Jankowicz (2005) it is a systematic and orderly approach in collecting data so that 
information can be obtained from such data.   
 
In this analysis a quantitative approach will be used in relation to the methodology and 
research undertaken.  This will better support and determine the underlying problems and 
problem solving procedures.  A quantitative approach will look more at the responses from 
company surveys and produce statistical results to assist in the conclusions of the research and 
findings.   Quantitative data is data that has been quantified.  Accordingly, the survey will 
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provide closed questions in which the respondent’s answer is recorded as a number giving the 
amount (Saunders et al. 2009).  
 
1.8.2 Research Philosophy 
 
The researcher will be adopting the positivism philosophy as this best supports the research 
analysis being undertaken.  Positivism involves working with an observable social reality.  
Interpretivism was not applied as this is a qualitative method and was therefore not considered 
as supportive to the research analysis.  As per Jankowicz (2005) positivism is a hypothetico-
deductive method.   It is a highly structured methodology with quantifiable observations and 
lends itself to statistical analysis.    
 
It was considered that positivism would apply for this research analysis in relation to the 
information that will be obtained from the research survey.  The information obtained will 
support a viewpoint on budget expenditure control procedures and provide an interpretation of 
the events in the budget monitoring process.  This will help in fulfilling the overall objectives 
of the research analysis and methodology being undertaken.  
 
1.8.3 Research approaches 
 
As per Figure 1 there are deductive (or quantitative) and inductive (qualitative) research 
approaches.  Qualitative analysis is described by Jankowicz (2005:274) as “a set of techniques 
which takes people’s experiences and their verbal expression seriously, while checking their 
value, meaningfulness and applicability when generalising conclusions.”  A qualitative 
research approach supports the viewpoint of the people working within the company and the 
objectives of the research analysis at hand.  As data is collected it can be analysed as part of 
the research process.   
 
As part of the research a deductive research approach was applied.  The deductive approach is 
a quantitative approach.  It includes factors such as the collection of quantitative data, moving 
from theory to data, scientific principles, and the necessity to select samples of sufficient size 
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in order to generalise conclusions.  Quantitative research lends itself to a more statistical 
approach in obtaining quantifiable data.  As part of the treatise, a survey was formulated to 
obtain quantitative data to support the research undertaken.  The quantitative data was 
collected from various companies of a similar nature within Port Elizabeth. 
 
1.8.4 Research strategy 
 
The research strategy supports quantitative and positivistic approaches plus a deductive 
approach.  The survey formulated for this research was in relation to budget expenditure 
control.  The companies targeted for the research were of a similar nature and from within Port 
Elizabeth.  This was to ensure that the survey findings were meaningful and supportive of the 
research being undertaken and logical and consistent comparisons could be made.   
 
1.8.5 Data Collection Methods 
 
A questionnaire survey was formulated to collect data in relation to the problem at hand and 
the research being undertaken.  An on-line survey tool was used for the survey to make it more 
user-friendly and simple for managers to complete and for the findings to be compiled for a 
reliable analysis.  The questionnaire was aimed at managers involved in the budget monitoring 
process and their understanding on budget expenditure control within their company.  The 
companies targeted were logistics based companies within Port Elizabeth, taken from a 
reliable business database.     
 
Literature research was also extensively obtained to meet the research objectives for the 
treatise.  The literature research findings provide both analytical and evidential support in 
relation to the research being undertaken on budget expenditure control.   
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1.9 OUTLINE OF CHAPTERS AND STRUCTURE OF TREATISE 
 
The study will include the following chapters: 
 
The first chapter introduces the topic of budgets, budgeting methods, budget management, 
budget goals and procedures, behavioural issues, implementation and control procedures.  This 
chapter then defines the problem statement, research problem and main objections of the 
research, with definitions of key concepts also being explained.  The delimitation of research 
and contribution of study is defined and, finally, the research design and methodology, which 
evolves from research onion, is covered in detail (Saunders et al. 2009).  The research 
philosophy for the Treatise is positivistic and the research approach is deductive (quantitative).  
 
The second chapter is an extensive literature review which covers the main research analysis 
of budget expenditure procedures and related budgeting topics.  These include an overview of 
the budget process, budgeting methods, budgeting methods and management, budget goals, 
behavioural issues, communication, budget goals, budget implementation, control procedures, 
measurement and reporting.  The budgeting process is a comprehensive process that provides 
a detailed financial plan for expected flow of monetary receipts and expenditure (cashflow) 
(Hellriegal et al. 2010:416).  The treatise is focused on budget expenditure control and 
provides an analysis in relation to the management and control procedures in relation to 
budget expenditure.   
 
The third chapter introduces and describes the research approach and research gathering 
techniques in more detail.  A positivistic and deductive approach has been applied, with a 
quantitative questionnaire survey used to collect data for statistical measure.  The survey was 
targeted at a similar industry group comprised of logistics companies from within Port 
Elizabeth.  The group was a comprehensive group belonging to a particular business website 
appropriate for the purposes of quantitative data collection and the required statistical process.     
  
The fourth chapter provides an introduction for research findings and control procedures.  It 
looks at different elements of the research findings from the survey analysis and the literature 
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review.  This includes budgeting processes such as budget planning, implementation, 
communication, behavior, budget tracking, reporting and measurement, control procedures 
and budget analysis tools.    
 
The fifth chapter is the discussion and conclusion for the research undertaken and, in 
particular, the analysis of budget procedures and budget expenditure control.   The findings in 
relation to the research analysis undertaken, both primary and secondary data, are analysed 
and discussed.  The concluding results are formulated and presented in a logical format 
relevant for the purposes of the treatise research.   
 
The sixth chapter provides an overview of the results and provides the recommendations for 
the research undertaken.  The recommendations are formulated on the concluding results of 
the analysis and presented in a practical and logical manner.  The recommendations will 
conclude the final analysis of the treatise.  The next and final chapter is an outline of all 
references for the treatise research.   
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CHAPTER 2 
LITERATURE RESEARCH ANALYSIS 
 
2.1 INTRODUCTION 
 
A budget is described as an itemised listing of the amount of all estimated revenue anticipated, 
along with a listing of the amount of all estimated costs and expenses that will be incurred in 
obtaining the estimated income during a given period of time.  A company’s annual budget 
becomes a financial plan that helps forecast the best allocation of expenditure based on 
expected income.  As per Hellriegel et al (2010:416), the cash budget is prepared on the basis 
of expected flow of monetary receipts and expenditure (cashflow).  The desired outcome of a 
budget is to meet the company’s targeted and planned strategic objectives within budget.   
 
Each year many companies prepare their cash budget against the various departments on a 
month by month basis.  Once a budget is in place, managers have an obligation to oversee 
actual spending against the budget.  However, for many companies, the budget process is quite 
an ordeal and considered as very time consuming and complex.  In an article by James (2006), 
the following comment was made with regard to some managers’ views on the effectiveness 
of the budget process, that after “having achieved all that [the budget process], everyone put it 
in the bottom drawer and went ahead and spent and did what they wanted to anyway.”   
 
 Budget preparation procedures need to be well refined and support the company’s overall 
financial strategy.  However, implementing the budget and keeping budget variance minimal 
can also be an ordeal for some departments, with busy day to day operations.  As a result, 
companies can experience problems such as weaknesses in the communication of budget 
variance and allocation of expenditure.  The required expenditure can be significant and, at 
times, vital for certain operations to continue.  This presents a challenge in monitoring 
budgetary procedures.  If budget control procedures are efficient in monitoring expenditure 
against the budget, the variance is likely to be reduced and managed more efficiently, and any 
budget problems can be more effectively resolved.   
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In putting a strategy in place, a company is effectively achieving a better decision making 
position and a healthier financial outcome.  As per de Waal, Hermkens, Janssen and van de 
Ven (2006), the budget is simply a financial reflection of the company’s annual operating 
plan.  Strategic management and budgeting can be effectively combined to facilitate the firm’s 
financial and strategic plan, Blumentritt (2006:79).  As a strategic measure, the budget 
becomes a financial reflection of the company’s annual operating plan, whereby long-term 
strategic objectives can be translated into short-term actions, de Waal et al (2006).   
 
Strategic objectives can facilitate long term and short term strategy measures.  Both long-term 
and short-term goals can be incorporated into the budget providing a more positive outlook for 
the future.  As stated in Mott (2007:167), “a budget is a document [that] proposes expenditures 
for certain items and purposes… [and] becomes a link between financial resources and human 
behaviour to accomplish policy objectives…when choices are coordinated so as to achieve 
desired goals, a budget may be called a plan”.   
 
The traditional budgeting method is a common budgetary method used by companies for their 
annual budget.  In an article by de Waal et al (2011:318) there are four main advantages with 
this method.  Firstly, this budgeting method compels managers to set realistic goals for the 
company.  Secondly, it promotes communication and co-ordination.  The third advantage is 
that it aids performance evaluation and, lastly, that it motivates employees in achieving certain 
goals.  The disadvantages can be that it takes up a lot of time, the goals are short-term focused, 
there is unnecessary spending at the end of the year to avoid budget cuts, as well as not 
allowing for changing circumstances.   
 
The alternative budgeting methods to the traditional method include activity-based budgeting, 
zero-based budgeting, rolling budgets and forecasts, profit planning, and beyond budgeting.  
(de Waal et al (2011:319).  However, an alternative budgeting method could prove to be costly 
and more involved and, therefore, it may be difficult to quantify the benefits for doing this.   
Accordingly, careful consideration needs to be applied when assessing whether or not the 
current budgeting procedures appear adequate for day-to-day operations.  However, in the 
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long term, alternative methods may help to make the budget more accurate and create more 
value.  
 
 
Attitudes and behaviour to budgets can influence the effectiveness of budget procedures and 
outcomes.  Behavioural influences can be optimised by having optimal conditions in place.  
Fair budgetary procedures are a set of procedures that reflect fairness in budgetary procedures 
and the reactions of managers.  It is indicated in Magner, Johnson, Little, Staley and Welker 
(2006:415) that fair budgetary procedures can help a company’s budgetary system to promote 
more positive attitudes and behaviours on the part of the managers with budgetary 
responsibility enabling and improvement in it achieving goals and objectives.  Accordingly, a 
system of fairness incorporated into the budgetary procedures and implementation can help in 
improving budget outcome.  This is a factor that lends itself to supporting effective and 
improved monitoring techniques for many companies.  
 
An effective budget requires good management skills in order to meet the desired company 
objectives.  Managers have the responsibility of putting controls in place in order that budget 
objectives can be managed efficiently.  Implementation can be a challenging process as the 
feasibility of the budget can only be properly determined when it is put into action against the 
day to day operations.  The implementation and co-ordination of the budget requires good 
communication and feedback to achieve optimum results.   
 
Timely and effective communication is strategic to achieving company objectives.  Managers 
need to be well informed when making decisions.  Formal budgetary procedures can help 
managers to voice their opinions regarding budgetary decisions affecting their unit.  Magner et 
al (2006:410).  Clear, timely and adequate explanations of reasons for budgetary decisions can 
help managers to make good decisions. 
 
The management of budget, once implemented, needs to be regular and effective in order that 
budget targets are working and decision making is optimised.  Communication and analysis of 
budget variance are steps that managers can take in effectively managing the budget.  What 
variance is acceptable will depend on the company’s guidelines.  A zero variance is 
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considered by most companies as being unrealistic and that 5% is generally a more realistic 
target to work with.  In understanding the variance and what the triggers are for it, managers 
are more equipped to make essential decisions.   
 
A better understanding of budget variance is beneficial to forecasting.  Managers will be able 
to determine trends and prioritise the budget requirements.  There are various tools that can 
assist managers with analysing actual expenditure in comparison to budgeted expenditure.  
Regression analysis is one of those tools that can assist and there is specialised software for 
this.  As per Dickinson (1990: 147) regression analysis will provide an exact mathematical 
relationship which attempts to explain the dependence of one set of numerical quantities on 
another.  It can examine the association between variables.  Statistical analysis in accounting 
and finance can assist managers with a better overview of their finance requirements and 
planning.   
 
Overall, a budget can support both long term and short term goals and objectives of the 
company.  If budgetary procedures are well managed, this can be a key factor in effective 
financial management.  
 
2.2 TRADITIONAL BUDGETING VERSUS ALTERNATIVE METHODS 
 
Traditional budgeting provides a company with an effective and straight forward tool for 
preparing its budget forecast.  De Waal et al (2011:31) provide four advantages with 
traditional budgeting, namely that it promotes communication and co-ordination, aids 
performance evaluation and that it motivates employees in achieving certain goals.  
Traditional budgeting disadvantages are that it is time-consuming, goals are short-term 
focused, there isn’t much flexibility for changing circumstances and there can be unnecessary 
spending at the end of the year to avoid budget cuts.  
 
Criticism is given to budgets being time consuming.  Ostergen and Stensaker (2009:152) 
further describes traditional budgeting methods as imposing a vertical command and control 
structure, creating centralised decision making, stifling initiative and focusing on cost 
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reduction, rather than value creation.  Neely. Bourne and Adams (2003:22) also states that 
traditional budgeting methods are too time consuming and costly.     
 
There are alternative budgeting methods to traditional budgeting that have been developed in 
response to particular industry needs and strategic aligning of business systems and processes.  
These include activity-based budgeting, zero-based budgeting, rolling budgets and forecasts, 
profit planning, and beyond budgeting.  However, the various methods are customised and are 
particular to certain environments.  For example activity-based budgeting is a budgeting 
method that enables companies to forecast the changes in resource demands from projected 
process efficiencies and changes in the volume and mix of transactions, Kaplan and Anderson 
(2007:85).   
 
Zero-based budgeting enables resources to be allocated to spending proposals best thought to 
achieve organisational goals.  The starting point for each budget line item, in each planning 
period, is zero and the process requires a lot of employee preparation time, as expenses or cost 
levels within the budget must be justified or re-justified as being necessary; hence ‘zero-base’.  
As a result of the large amount of employee time required by zero-based budgeting, it is 
considered an expensive method. Atkinson, Kaplan and Young (2004).   
 
Beyond budgeting is an approach that can be strongly connected to a company’s strategy, via a 
management control system.  Beyond budgeting principles are divided into leadership 
principles and process principles.  The leadership principles focus on customer outcomes, 
team leadership skills, goals and boundaries and promote self-management.  The process 
principles include set goals for continuous improvement, shared rewards, performance based 
success, continuous and inclusive planning, controls and indicators and dynamic interaction, 
Ostergren et al (2009:151).    
 
A rolling budget adds a future accounting period's budget to replace a budget for an 
accounting period that has past. For example, a company's 2012 annual budget will become a 
rolling budget if in February 2012 it adds the budget for January 2013 to replace the January 
2012 budget (Accounting Coach, 2013).  A considered benefit of rolling budgets is that they 
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are more responsive to changing circumstances; however, they require permanent resources to 
administer, Neely et al. (2003:24). 
 
Profit planning is a ‘profit wheel’ method for planning future financial cash flows of profit 
centres.   Neely et al. (2003:24).  The short term and long term prospects of the company’s 
financial plan are included in this method.  As described by Neely et al. (2003:24) this method 
considers whether an organisation generates sufficient cash, creates economic value and 
attracts sufficient financial resources for investment.   
  
Companies do have a choice in what budget method to choose.  However, it needs to be 
considered what tool best supports management’s needs and the practicality of such adoption.  
In examining these other methods, certain factors need to be considered.  This would include 
what the impact of change would have on the company, whether the method is compatible 
with the company given its size and operations, and whether the benefits would outweigh the 
costs associated with such a change.  For example, certain budgeting tools are only suited to a 
manufacturing environment, e.g. activity-based and zero-based budgeting.   
 
Accordingly, although there are other methods available, generally traditional budgeting 
procedures are not as involved as the alternative methods for a business.  However, although 
the traditional procedures are supportive to budgeting requirements, it is not to say that the 
desired budget results for meeting the company’s objectives and targets are always achieved.  
This will depend on the company itself and how well the budget is implemented and managed. 
 
2.3 FINANCIAL MANAGEMENT VERSUS STRATEGIC MANAGEMENT 
 
A company’s planning process can be characterised by strategic planning and tactical 
planning.  Strategic planning will involve long term goals and objectives as formulated by 
upper management.  As per Frezatti, de Aguiar and Rezende (2007:52) the role of tactical 
planning is to implement these goals and objectives.  In Frezatti et al (2007:52) the planning 
process connects strategic plans, medium term programs, short-term budgets and operational 
plans.   
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As per Blumentritt (2006:75), strategic management and budgeting can be integrated or 
applied concurrently.  As per Figure 2.1 the strategic management components can be 
integrated with the financial management components.  Planning for continuing operations is 
integrated with operational budgeting, and planning for incremental change is integrated with 
operational budgeting and capital budgeting, and capital budgeting with planning for new 
directions.  The strategies and tactics, and implementation of strategic management and the 
allocations and financial control of financial management are thus combined and applied for 
strategic and financial performance.   
 
 
 
Figure 2.1: Integrating strategy and budgeting 
Blumentritt (2006:75) 
 
 
  20
If strategic management and budgeting are to be integrated effectively, then there needs to be 
good understanding, communication and commitment of the desired outcome and what the 
company wants to achieve.  As summarised by Blumentritt (2006:79), “by integrating these 
two processes, managers can achieve more realistic and beneficial results from both which in 
turn will facilitate their firm’s financial and strategic performance.” 
 
The budget can only be prepared effectively, once strategic decisions have been made.  
Budgeting allocates the company’s financial resources, whereas strategic management 
organises the internal activities and identifies strategies to compete in the marketplace.  
Blumentritt (2006:74).  Accordingly, this combination is a process where skills and 
management can be brought together and allocated efficiently for effective performance 
management. 
 
2.4 BUDGET GOALS  
 
A starting point for the planning process is in determining the company goals.  The budget, 
when implemented, then quantifies these goals.  Frezatti et al (2007:53).  This can be achieved 
through the strategic plan and the tactical plan of implementation.  Generally, a company will 
be given an overall target for budget preparation.  Accordingly, the manager of each 
department has the responsibility of preparing his department’s budget against the given 
target.  Once this is completed, it then is given to higher management for further consideration 
and approval.    
 
Kihn (2011:214) summarises that budget targets (or goals) can be turned into responsibilities 
and commitments, standards and benchmarks with the actual results measuring managerial 
performance and evaluation.   Budget targets are seen as quantifying managements’ 
expectations of selected financial and non-financial elements.  This is further supported by 
Mott (2007:167) where the budget is described as a plan and a link between financial 
resources and human behaviour in order to accomplish policy objectives.     
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The conditions for determining goals need to be optimal for managers, so that there is not the 
tendency to create too much slack in the budget to achieve goals.  Budgetary slack is 
characterized by the underestimation of revenues, overestimation of costs, or underestimation 
of expected results, aimed at making budget goals easier to reach.  Frezatti et al. (2007:53).  
The budgetary slack does not support the most optimal outcome of a company’s goals and 
objectives and can lead to suboptimal allocation of resources between units.  Magner 
(2006:413).   This undermines the extent to which organisational objectives can be met.   
 
It can be determined that the real financial perspective for the company becomes distorted if 
goals are not aligned appropriately and realistically.   How well a company is or is not 
performing can be unclear when there is budgetary slack.  However, in order to meet 
objectives, adjustments are sometimes made so that the goals are more attainable.  This is not 
to say that all adjustment is unhealthy.  Budget slack can serve a purpose where there is 
financial uncertainty and it is difficult for managers to pinpoint certain targets.  However, this 
can be marginalised so that it is reasonable and appropriate in relation to the nature of the 
budget item.  Yuen (2004:518) supports this theory and sees the absorption of fluctuations in 
an uncertain environment as a positive form of organisational slack.  If it is on the basis of 
self-interest though, then this is considered as unhealthy, wasteful and inefficient.  
 
Accordingly, forming budget goals and targets involves careful planning and decision making 
in order to meet overall company objectives.  The budget goals need to be feasible and 
attainable.  However, this is not to say that budget goals need to be easily attained.  The clarity 
and difficulty of the budget goals are factors that need to be considered when setting 
objectives.  If Managers have clear goals then there are fewer tendencies to create inefficient 
budgetary slack.   
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2.5  BUDGET BEHAVIOUR 
 
The preparation and execution of budgets impacts on the attitude, behaviour and performance 
of those involved.   The human behaviour aspect of accounting can be extended to the level of 
difficulty achieving budget targets, the role of budget targets in evaluating and rewarding 
employee performance; and the effects of budget targets on employee motivation and 
employee and organisational performance.  Kihn (2011:212).  As per Yuen (2004:517), the 
relationship between budgetary participation and managerial performance exists via attitude, 
motivation, and job-relation tension variables.   
 
As per Raghunandan et al (2012:112), employees can be motivated through the budget process 
and the attitude of managers toward budgetary control can be improved.   As stated by 
Raghunandan et al (2012:112) “the success of organisational control depends upon the actions 
of top management and their appreciation of the importance of sound interpersonal 
relationships between different levels of the hierarchy.”   
 
It was noted in an article by Magner et al (2006:410) that certain budgetary procedures and 
fairness impact on the attitude and behaviour reactions of managers, and how these reactions 
are then a catalyst for other organisational performance measures.  For example, commitment 
and trust play a key role in positive employee relationships.  Associated links from this include 
reduced turnover and absenteeism, improved job motivation and performance, less job stress 
and higher job satisfaction.   
 
It is also believed that fair formal budgetary procedures plays a role in reducing manager’s 
propensity not to create budgetary slack.  Budgetary slack can lead to suboptimal allocation of 
resources between units and, ultimately, undermine the extent to which the organisation meets 
its objectives.  These budgetary procedures and associated measures have been detailed and 
described in Figure 2.2.   
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Figure 2.2: Criteria for, and types of managers’ reactions  
toward budgetary procedures fairness 
Magner et al (2006:411) 
 
 
 
Formal Budgetary Procedures Fairness 
 
- Voice (voicing opinions) 
- Appeal (managers being able to appeal 
budgetary decisions) 
- Accuracy (ensuring procedures have 
accurate information) 
- Consistency (applied in consistent 
fashion, across units, period to period) 
 
 
Managers’ Attitudinal and 
Behaviour Reactions 
 
- Organisational commitment 
(manager’s attitude toward 
organisation) 
- Trust in Supervisor (willingness of 
manager’s attitude toward 
supervisor) 
- Propensity not to create budgetary 
slack(an attitude of self-interest can 
result in slack making goals easier 
to achieve and, therefore, greater 
resource distribution secured) 
- Job performance(manager’s job 
performance) 
- Helping behaviour (helping co-
workers) 
 
Budgetary Procedures 
Implementation Fairness 
 
- Interpersonal sensitivity(budgetary decision 
makers treat managers with kindness, 
respect and value rights) 
- Consideration of opinions(encourages 
budgetary decision makers to give sincere 
consideration to voiced opinions) 
- Explanations (clear, timely and adequate) 
- Bias suppression (biases suppressed by 
budgetary decision makers so they are not 
favouring one unit over another) 
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2.6  BUDGET IMPLEMENTATION AND CONTROL PROCEDURES 
 
Once a budget has been prepared, the success of the budget will also be determined by how 
well it is implemented, managed and controlled.  As per Crowther (1996:37), “budgeting 
involves not just planning but also reporting on performance through the budgetary control 
and reporting process.”  It links planning and control through the budgeting process.   Budget 
control procedures can assist in maintaining the budget in perspective with company goals and 
objectives.  In having effective and well managed procedures, communication channels can be 
enhanced, follow up procedures can be optimised and budget issues can be addressed as 
needed.  In regular reviewing the budget, a realistic overview can be developed and this can 
assist managers in budget forecasting and decision making. 
 
In the various steps of budgeting, an organisation needs to have efficiency in its measurement 
and reporting procedures.  Budget related issues need to be communicated and reported timely 
using the appropriate communication channels.  This helps to enable senior management to 
carry out effective decision making in line with company goals and objectives.  How well 
budget measurement is achieved will depend on management’s understanding of the budget 
goals.  As per Joshi, Mudhaki and Bremser (2003:739), “feedback is an important role of 
budgeting for attaining the expected quality and standards in planning, control, leadership and 
staffing.”  Feedback is generally considered as a positive approach of budget performance.      
 
An appreciation of the budget goals in relation to the expenditure items will assist managers in 
determining acceptable variances between budget and actual results.  As per Raghunandan et 
al (2012:111), “a comparison of actual results against budgeted projections provides a basis 
for evaluating performance and signals the need for correction action.”.  This is meaningful as 
it identifies the variances, which need analysis and investigation.  An analysis of the variances 
between budget and actual will help in keeping a healthy financial perspective on revenue and 
expenditure. It is not likely that there will be zero variance and, accordingly, a realistic 
variance needs to be considered.  As per a budgeting survey by Centage/Ioma (2007), the 
budget actual tolerance is confirmed as 5-10%.  A zero variance becomes unrealistic as there 
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are often uncertainties that will eventuate post budget and, accordingly, a rule of thumb is 
generally accepted in the region of 5-10%.   
 
The different expense categories will lend to what type of measurement is required and 
whether it is line with expectation.  Accordingly, a consistent measurement of such changes 
will help in determining whether the variances are acceptable and in line with the budget 
forecast.  Reviewing variances across expense lines will greatly assist department managers.  
The measurement can be tailored to highlight the various type of expenditure and line items as 
required and to support the various assumptions and expected variance where possible.     
 
Trend analysis and regression analysis is synonymous with analytical review of financial data.  
As defined by Shim and Siegal (2011) a trend analysis is a forecasting technique that relies 
primarily on historical time series data to predict the future. It involves finding a trend 
equation that will describe the trend of the data series. The trend may be linear, or it may not.  
A linear trend can be obtained by using a least squares method. The line has the equation y = a 
+ bt where t = 1,2,3 . . ., b = slope of the line, and a = value of y when t = 0. The coefficients 
of the equation, a and b, can be determined using these equations: 
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Dickinson (1990:147) also explains and confirms how a mathematical relationship can be 
derived from regression analysis.  Dickinson (1990:147) states that “one of the main 
objectives in examining the association between variables is to facilitate the prediction of one 
value when the other is given.  A simple linear regression can provide regression output for 
forecasting financial trends.   Nguyen (2009) considers regression analysis as a worthwhile 
tool to be used in forecasting and financial analysis.  Accordingly, regression analysis is a 
technique that can be used for forecasting.   
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Budgets are a very time consuming process, especially for large companies and the complexity 
of them can be very challenging.  Budget control procedures can be maintained to achieve 
optimal budget planning and performance.  Decision makers need to have relevant and timely 
information and efficient budget control procedures can help achieve this.  An efficient 
measurement and reporting system can help provide managers with quality data that is reliable 
for budgeting needs.  A measurement process such as a trend analysis will help track and 
determine the financial performance in relation to the budget.  These results will also show 
overall trends that summarise information for senior management to review.     
 
2.7 SUMMARY 
 
There is a lot of decision making and preparation that goes into the annual budget and it is 
important that the right decisions are made.  Careful identification of short-term and long-term 
goals and expected income needs to be realistic and viable.  Good communication and co-
ordination can also help to achieve effective budgetary outcomes.  These factors are necessary 
to enable effective decision making in relation to the annual budget.   Decisions need to be co-
ordinated and communicated at all levels of the company.   If decision-making is not carried 
out efficiently at all levels, there is an increased risk of not identifying the necessary company 
objectives.  
 
In order for a budget to be effective in meeting company objectives, it needs to be 
implemented and controlled appropriately.  As part of the budgetary procedures, when 
implementing the budget, a company can perform certain on-going measures to review the 
budget versus the actual results and whether its performance meets expectation.  By following 
the budget, a company can ensure certain checks are made and any issues are investigated and 
followed up in a timely manner.  If budgeting issues are reported promptly to the appropriate 
manager, decision-making can be more effective as the decisions are better aligned to the 
overall goals of the company at that time.   
 
As budget preparation and implementation is carried out it is important that budget reporting is 
timely and efficient for decision-making purposes.  Reporting needs to be carried out 
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objectively and support the overall objectives of the company.  It needs to be timely and 
accurate.  It is fundamental that the reporting can be relied on by senior management and users 
of the information.   In order that information and data can be reliable, it must meet certain 
objectives set by senior management and be tested to ensure that these objectives are met.  
Skilled staff and reliable information systems are key ingredients in obtaining reliable 
information.  Adequate systems, training, upskilling and upgrades can help in providing the 
necessary resources and skills needed to meet the company’s objectives.  
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CHAPTER 3 
RESEARCH METHODOLOGY 
 
3.1 INTRODUCTION 
 
The first stage of the treatise identified the research problem together with supporting 
objectives and research questions.  The research problem identified for budget expenditure 
control was that poor management and communication of budget variance will provide poorer 
efficiency gains.  This formed the basis for the research topic and the associated collection of 
data research.  The research topic for the treatise is budget expenditure control and the primary 
objective is defined to propose effective budget expenditure control procedures.  Once the 
primary objective was identified, secondary objectives were then able to be developed.   
 
In identifying the research objectives, the main research question for the treatise was then 
determined as ‘How can budget expenditure control procedures be effectively managed?’  
This question then links the objectives to the primary objective ‘to propose effective budget 
expenditure control procedures’.  However, the main research question is not enough by itself 
and, accordingly, promotes further questions in support of research objectives.  This then leads 
to determining sub research questions for in depth analysis.   
 
In relation to the research objectives and questions, it was noted that the research objectives 
are likely to lead to greater specificity than research questions, Saunders et al (2009).  
However, the research methodology helped to support the research being undertaken and, in 
particular, the research problem, questions and objectives.  The research methodology applied 
for this treatise was the research onion methodology.  As per Saunders et al (2009) the 
research onion process shows a systematic formation in the form of layers between the various 
aspects of the research process.  The research philosophy approach, strategy, timeline and data 
collection methods all form part of the research onion process.   
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The data collection formed a significant part in the research undertaken with both primary and 
secondary data collected.  The collection of primary data was based on a quantitative approach 
and used an online survey questionnaire.  The collection of secondary data was a qualitative 
approach with literature research obtained from online databases, library websites, textbooks 
and journals.  All data collected fundamentally supported the research undertaken in a 
collaborative and justified approach for analysis and interpretation of research findings.    
 
The analysis of survey data was carried out using inferential statistics.  In particular, 
descriptive statistic methods including the mean and SD were able to be applied to the survey 
data formulated from the Likert scale, which was the scale of measurement used for the survey 
responses.  Cronbach’s alpha method was also applied to the survey data for reliability testing.  
This method is used in determining an average correlation of the items and reliability, Santos 
(1999).   
 
 As research is externally diverted to businesses for the purposes of data collection and not 
only existing research publications, ethical considerations are essential to protect the rights of 
the individuals and the businesses involved.  Welman, Kruger and Mitchell (2007:181) states 
that “the principles underlying ‘research ethics’ are universal and concern issues such as 
honesty and respect for the rights of individuals.”.  Matters such as plagiarism and honesty in 
reporting of results will arise in all research, but the rights of those who may become involved 
in research are also subject to the protection of human rights and confidentiality. 
 
Overall, the research methodology for the purposes of the treatise is a combination of many 
processes resulting in a research design that supports research objectives.  The research 
approaches and data collection methods are identified and applied to meet the relevant 
objectives.  Inferential and descriptive statistics were determined as the best statistical 
approach in relation to the quantitative data collected from the survey questionnaire.  Research 
ethics were applied, as appropriate, in the undertaking of all research methods carried out.   
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3.2 RESEARCH ONION METHODOLOGY 
 
The research methodology applied in the research undertaken for this treatise was the research 
onion, (Figure 3.1).  As per Saunders et al (2009) the formation of the research onion provides 
a systematic approach to achieving research objectives.  As a research methodology tool, the 
research onion is a systematic process that can be applied to research methods pertinent to 
research objectives and requirements.  It helps to link the collection of data to research 
objectives.  The data is able to be analysed and interpreted to satisfy the research objectives in 
a purposeful and meaningful manner.   
 
 
 
Figure 3.1: The research onion (Saunders et al 2009) 
 
The research methodology is a systematic and orderly approach to research with certain 
processes aimed at collecting information and data.  Research methods can include, but are not 
limited to, drawing a sample, collecting information, measuring variables, analyzing 
information and calculations.  The research methodology considers and explains the logic 
behind research methods and techniques, Welman et al (2007:2).  The research onion shows 
many layers as part of its approach to applying research methods.  The following sections 
describe these processes and how they were applied to the treatise research carried out.  
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3.2.1 Research Philosophy 
 
There are three paradigms for research philosophy and these include positivism, interpretivism 
and realism.  They all lend themselves to the research process in different ways, all equally 
important in the role that they take.  These three principles are considered to be virtually 
mutually exclusive and view the way in which knowledge is developed and judged as being 
acceptable, Saunders et al (2009).  The primary research philosophy approach for this treatise 
is one of positivism.   
 
The positivism research philosophy is a highly structured methodology with quantifiable 
observations and lends itself to statistical analysis.  Interpretivism is a qualitative method and 
the role of the interpretivist is more to seek to understand the details of a situation and the 
subjective reality of those that they study, Saunders et al (2009).  The third research 
philosophy, realism paradigm, is based on the belief that a reality exists that is independent of 
human thoughts and beliefs, Saunders et al (2009).  It recognises that there are certain 
influences beyond common perceptions and assumptions.  
 
The primary data was collected with a positivistic approach from an online survey.  The 
positivism philosophy enabled quantifiable observations and statistical analysis to be 
undertaken.  The statistical analysis which is discussed in more detail in the following chapter 
focuses the primary research on a collection of statements using a Likert scale.  The statements 
are formulated on the basis of the treatise objectives, which relate primarily to the analysis of 
the treatise topic.  
 
Secondary data was also collected for the purposes of the treatise and this data formed the 
literature research.  A qualitative approach was used for the collection of secondary data and 
this data was collected from various sources such as internet business databases, the university 
library internet databases and textbooks.  The sources and nature of the primary and secondary 
data were both relevant and important for the research analysis being undertaken.  
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3.2.2 Research approaches 
 
The research approach can determine the relationship between independent and dependent 
variables.  As per Welman et al (2005:35) this is in the form of two hypothesis - the alternative 
and null hypothesis.  Research hypothesis are statements about the relationship between 
variables.  Research hypothesis divides itself between inductive (qualitative) and deductive 
(quantitative).  As per Welman et al (2005:34) deductive research involves moving from the 
general to the particular, whereas inductive research moves from the specific to the general.   
 
The inductive approach is concerned with generating theory and hypothesis on the basis of 
studying specific cases, whereas the deductive course of action seeks to test hypothesis in 
terms of data obtained.  Based on the research undertaken and the methodology chosen a 
deductive (quantitative) research approach was applied for the collection of primary data.  A 
deductive (or quantitative) approach lends itself to a more statistical approach in obtaining 
quantifiable data.   
 
As part of the treatise, a survey was formulated to obtain quantitative data to support the 
research undertaken.  The quantitative data was collected from various companies of a similar 
nature within Port Elizabeth.  A Likert scale was used as a measurement tool in order to obtain 
quantifiable data for statistical purposes in the research being undertaken.  As per Saunders et 
al (2009) “an important characteristic of deduction is that concepts need to be operationalized 
in a way that enable facts to be measured quantitatively.”  The results of the survey and the 
statistical analysis applied to the results of the survey are discussed and analysed in chapter 4. 
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3.2.3 Research strategy 
 
Research strategies consist of various methods to assist a researcher in collecting research 
data.  As noted in the research onion, a research strategy could be a survey, experiment, case 
study, grounded theory, action research or ethnography, Saunders et al (2009).  Research does 
not need to be limited to one particular strategy and each strategy serves as a particular method 
that can be best applied for the purposes of collecting research.  There are also ethical 
considerations that may apply as people and organisations are accessed for the purposes of 
data collection.  
 
As per Saunders et al (2009) the research approaches and strategies can be ‘mixed and 
matched’.  These research strategies all serve a purpose in the collection of research data and 
can be applied or not applied depending on the particular requirements of the research being 
undertaken.  The research strategies will either belong to a deductive approach or an inductive 
approach.  The tactics for the research strategies are the finer details of data collection and 
analysis methods.  The various factors to consider when choosing research strategies and the 
tactics will determine the research design.   
 
The research strategy for this treatise primarily supports quantitative and positivistic 
approaches plus a deductive approach.  The strategies used for the collection of research data 
was a combined approach using a survey (primary data) and literature research (secondary 
data).  The primary strategy belongs to a deductive (quantitative) approach, with the secondary 
strategy being inductive (qualitative).  The next section discusses the finer details of these data 
collection methods with regard to the data gathering process and the data analysis.          
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3.2.4 Data Collection Methods 
 
The data collection methods used for collecting data were a survey questionnaire (primary 
data) and literature research (secondary data).  The primary data is quantitative and the 
secondary data is qualitative research.  This combination of research methods provided the 
necessary research material required for the purposes of the treatise research analysis and 
reporting.   
 
A questionnaire survey was formulated, using a Likert measurement scale, to collect 
quantifiable data in relation to the problem at hand and the research being undertaken.  The 
survey was developed using an on-line survey tool, which was hosted on the university 
website.  This enabled the survey to be user-friendly and simple for managers to complete and 
for the findings to be compiled for reliable analysis.  The survey was an effective research 
approach to collect measurable data for statistical analysis and further understanding of the 
research objectives.   
 
In the survey undertaken a population for the logistics based industry in Port Elizabeth was 
formulated with a sample base being tested using inferential statistical methods, in particular, 
descriptive analysis.  The survey questionnaire was demographically designed for managers 
involved in the budget monitoring process within their company and on the size of the 
organization as per the number of employees.  Demographic analysis helps the views of the 
respondents in a survey and the normal distribution of variables in inferential analysis, 
Sekeran (2003).  
  
Descriptive analysis for the survey data included the mean and standard deviation.  As per 
Lind, Marchal, and Wathen (2006:58), mean and mode are forms of descriptive analysis and 
provide numerical ways of describing data.  The standard deviation, which is a measure of 
dispersion, was used to describe the spread of the data.   As per Mason, Lind, Douglas and 
Marschal (2000:102) the standard deviation is based on the deviation from the mean.  
Cronbach’s alpha method was also applied to determine the reliability of the survey data 
obtained using the Likert scale.   
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Literature research was also extensively obtained online from the university database and 
business websites and from textbooks, to meet the research objectives for the treatise.  A 
database can provide a wide range of information for a Treatise topic, thus broadening the 
focus of the research and the depth of the findings.  As a qualitative method, literature research 
examines and investigates existing data and developments.  The literature research findings 
provided reliable analytical and evidential support in relation to the treatise research.   
 
Overall, the data collection procedures included primary and secondary data.  The research 
methods and techniques discussed provided a platform for the research analysis carried out.  
The data collected was able to be applied to meeting the treatise objectives as well as giving 
understanding and meaning to the overall treatise topic on budget expenditure control.  The 
data collection analysis, including the survey analysis and statistical methods, are discussed in 
full detail in the following chapter.   
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3.3 RESEARCH ETHICS 
 
There are ethical considerations that are significant to any research undertaken.  Research 
ethics provide an acceptable guideline in research that supports research practices and 
research, in general.  The benefits of adhering to research ethics are important for the research 
that has been carried out and for the contribution of the particular research to be received.  
Resnik (2011) provides several reasons for adhering to the ethical norms in research, such as, 
promotion of research aims, public support and human values of trust and accountability and 
promotion of moral and social values. 
 
In relation to the online survey that was used for the treatise, ethical consideration included 
obtaining consent from the participants involved in relation to the use of the data collected.  
The use of data from organisations or individuals needs their consent and any data used in 
reporting must be reported accurately and not manipulated or misconstrued in any way so that 
the data conforms to consensual agreement.  As per Saunders et al (2009) not only must care 
be taken to protect those who participated in the research, but data must be represented 
honestly throughout the analysis and reporting stage of the research.   
 
Secondary data was also collected for the literature review and such data can be subject to 
plagiarism if sources are not properly referenced.  The use of referencing and citation enables 
secondary data to comply with the research ethics required and avoids any plagiarism.  It is 
also important that secondary data is represented honestly throughout the analysis and the 
reporting stage of the research as mentioned for the primary data.   
 
Accordingly, research ethics were applied to both primary and secondary data for the research 
undertaken.  Research ethics were applied in the form of obtaining consent from participants 
for the survey, correct referencing of literature research and the correct reporting of data and 
information obtained therein.  Referencing and citation has been applied to secondary data 
sourced and research ethics have been applied in the representation of data for this research 
analysis.   
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3.4 SUMMARY 
 
A research methodology can link the research problems, objectives and questions in a 
systematic approach for the purposes of collection research data.  As stated by Jankowich 
(2005) a methodology is a systematic and orderly approach for collecting data.  The research 
problems, objectives and questions provide a basis for research, and the collection methods 
become important tools for collecting viable data.  This collaboration of research requirements 
then sets the platform for a research methodology and design.   
 
The research approach is determined by the research hypothesis of the research analysis being 
inductive (qualitative) or deductive (quantitative).  The primary data for the treatise research 
was deductive (quantitative).  A deductive approach lends itself to a statistical approach, 
which supported the survey questionnaire used to collect quantitative data.  The literature 
research (secondary data) was collected using a qualitative approach.    
 
The research onion, as shown in 3.1, is a layered approach involving five methodical layers.  
The different layers form part of the research methodology and design and show the various 
aspects of the research process.  The collection of primary and secondary data was a 
significant part of the process.  Primary data was collected through the survey questionnaire 
using the Likert and secondary data (literature research) was collected through the use of the 
university online library database, textbooks and internet business sites. 
 
The survey was comprised of 30 statements with a Likert scale to measure the responses.  The 
Likert scale had a range of 1 to 5, with 1 as strongly agree to 5 being strongly disagree.  
Statistical analysis was carried out on the survey results with methods such as Cronbach’s 
alpha, mean and standard deviation.  These results and methods are discussed in more detail in 
the following chapter. 
 
Plagiarism and honesty were important factors to consider in the sourcing and reporting of 
information.  Research ethics were important to protect the research participants and other 
research data resources, such as online journals and library databases.  In order that plagiarism 
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or dishonesty does not become an issue, information must be correctly reported and 
referenced.   Confidentiality and the rights of research participants and the data submitted is 
important to research ethics and needs to be accurately reported and within consensus.  
 
Overall, the methodology and research design enabled the research analysis to follow a logical 
and defined process.  The processes could be well defined to support the research strategies, 
methods and approaches necessary for meeting the underlying research objectives.  The 
research procedures included the collection of primary and secondary research data.  The 
following chapter provides the details of the survey data analysis and results.       
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CHAPTER 4 
SURVEY RESEARCH FINDINGS 
 
4.1 INTRODUCTION 
 
The research findings for the treatise are comprised from primary data collected from an 
online survey and secondary data from the literature research carried out.  This chapter focuses 
on the primary data collection which was obtained through an online survey.  The survey was 
comprised of a collection of 30 statements which supported research objectives and could be 
tested quantifiably using a Likert scale.  As per Saunders et al (2009) the Likert style rating 
scale allows respondents to indicate how strongly they agree or disagree with a statement.  
 
The demographics for the survey was targeted at the logistics industry with logistics based 
organisations in Port Elizabeth participating.  It was hosted on the university website and sent 
to 60 organisations.  A letter, as attached and marked “A”, was prepared on the University 
letterhead and sent with the online survey link.  A copy of the survey is also attached and 
marked “B”.  A sample size of 21 was able to be collected for the survey analysis.   
 
Statistical analysis was carried out on the demographic information as well as the data 
obtained from the survey for measurement.  As per Sekeran (2003) demographic analysis can 
help the views of the respondents in a survey and the normal distribution of variables in 
inferential analysis.  Descriptive statistical methods were applied as part of the inferential 
analysis to analyse the data obtained from the online survey using mean testing and standard 
deviation.  Other statistic methods applied to the survey data include Cronbach’s alpha, mode 
testing, parametric and non-parametric analysis.    
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4.2 SURVEY DEMOGRAPHICS  
 
The survey was targeted at Port Elizabeth logistics based organisations and was completed by 
a manager whose role in the organisation is particular to budget forecasting and analysis for 
the organisation.  The logistics organisations were either self-owned or a branch within Port 
Elizabeth varying in size.  The population of the survey was 60 organisations, which produced 
a sample size of 21.   
 
The demographics for the types of business have been grouped into 5 groups described as 
logistics, warehousing distribution, clearing/freight forwarding, transport/haulage and other.  
A graphical representation of this is shown in the following bar chart in Figure 4.1. 
 
 
Figure 4.1: Type of Business 
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The survey was completed by those responsible for the budget procedures, which resulted in 
the majority of the survey being completed by the owner, director or CFO (33%).  The other 
groups that stood out were the regional, branch or general manager (24%) and the 
management accountant or financial manager (19%).  This contributed to the reliability of data 
obtained from the survey for the treatise research.  Figure 4.2 graphically depicts this 
respresentation of job titles.   
 
 
 
 
Figure 4.2: Job Title 
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4.3 STATISTICAL ANALYSIS     
 
 
The online survey was hosted on the university’s website and was comprised of 30 statements 
using a Likert scale for measurement.  Appendix C shows the complete statistical results for 
the survey.  The Likert measurement range was from 1 = strongly disagree, 2 = disagree, 3 = 
neutral, 4 = agree and 5 = strongly agree.  The analysis carried out on the survey data results 
included descriptive statistical methods using the mean, mode and standard deviation (SD).  
Cronbach’s alpha was used to measure the internal reliability of sets of statements, and 
inferential statistical methods – the parametric t-test and non-parametric Mann-Whitney U test 
was also applied.   
 
The survey statements have been sectioned into 10 categories.  The statements against these 
categories are individually measured to help the overall analysis of the categories and the 
overall treatise research being undertaken.  The statements are in line with the research 
analysis undertaken and relate to the various budgeting areas of the treatise topic budget 
expenditure control.  In particular, the 10 categories are representative to the primary and 
secondary objectives of the treatise research.   
 
In relation to the category topics, the first category is on the budget method.  Category 2 
relates to budgeting implementation and the third category is on budget communication.  The 
fourth and fifth category, respectively, cover authorisation procedures and budget expenditure 
control.  Category 6 is on system data and category 7 is budget strategy.  Budget variance 
analysis and budget slack are, respectively, included in categories 8 and 9 and the final 
category is on budget performance.  
 
The results of the statistical analysis for these categories are shown in the Figures 4.3 to 4.12, 
as follows, and analysed therein.  In particular, the descriptive statistics, modal category and 
Cronbach’s alpha are discussed.  These results are for the whole group.  Section 4.4 looks 
more closely at the results across the two groups, consisting of small to medium sized 
organisations and medium to large sized organisations with parametric and non-parametric 
testing.       
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 Category 1  
Budget method - What is the organisation’s budget method and is it well supported? 
Statement Mean Mode SD Alpha 
1.     My organisation uses traditional budgeting methods versus alternative 
 methods (alternative methods being specific budget methods e.g. 
 zero based budgeting, activity based budgeting). 3.52 4 1.08 
0.63 
2.     The budgeting method used by my organisation is supported by 
 management. 4.48 5 0.98 
3.     The budgeting method used by my organisation is supported by 
 non-management employees. 3.33 4 1.39 
Figure 4.3: Category 1 Budget method  
 
Figure 4.3 shows the results for category 1 in relation to the budget method.  As shown for 
statement 1. the mean and modal result for whether a traditional or alternative method is used 
predominantly leans toward agreed for a traditional budgeting method.  In the second 
statement the mean and mode shows support by management is more toward strongly agreed, 
whereas support by non-management employees, in the last statement, is less with a neutral 
measure of 3.33.   
Statement 3 showed more significance in relation to the overall survey responses.  The SD for 
statement 3 showed a wider dispersion at 1.39 and in looking at the results further 47% had 
responded in the strongly disagree to neutral range.  The alpha measure of internal consistency 
0.63 confirms that the items are not as closely related and that there was varied response.  An 
alpha of 0.7 or more is considered as being acceptable for reliable internal consistency. 
Category 2  
Budget implementation - Is implementation of the budget effective? 
Statement Mean Mode SD Alpha 
4.     The budget is effectively implemented in our organisation. 4.10 5 1.09 
0.71 
5.     The budget for our organisation is followed and well managed. 3.95 4 1.02 
6.     Employees could be better informed in relation to budget  targets. 3.43 4 1.03 
Figure 4.4: Category 2 Budget implementation  
 
The results for category 2, budget implementation, as seen in Figure 4.4 show the mean for the 
first two statements is closely related to the Likert measure of 4 being agreed and this is also 
supported by the modal category and the SD.  Statement 6 leans more closely to a neutral 
range at 3.43 and suggests employees could be better informed in relation to budget targets.  
The alpha for this category is 0.71 which is an acceptable reliability for these statements.    
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Figure 4.5: Category 3 Budget communication 
 
Figure 4.5 shows the results for category 3 in relation to budget communication.  The third 
category, communication procedures for the organisations’ budget, shows that communication 
is adequate, regular and accommodated for within the organisations.  The mean ranges 
between 3.95 and 4.19 and the mode is consistent for all statements as strongly agreed.  The 
SD shows a wider dispersion for the statements and this revealed 28% response from strongly 
disagree to neutral.  However, the majority of results were between 3.95 and 5 and the alpha 
showed a strong result of acceptance at 0.96 for internal consistency.    
 
Figure 4.6: Category 4 Budget communication  
 
Figure 4.6 shows the results for category 4 in relation to budget spending.  Statement 10 was 
significant in relation to the policy for overspending at 7% or less and the SD showed a wider 
dispersion measure of 1.22, which revealed 71% responded between strongly disagree to 
neutral.  Statement 11 also reflected disparity in relation to whether overrides of expenses are 
adequately communicated with a SD of 1.12.  As indicated by statement 12, however, it 
appears that the budgeted amounts are realistic and appropriate to the organisation.  
Cronbach’s alpha shows internal consistency is acceptable with a measure of 0.73.  
Category 3  
Budget communication – How well is budget reporting monitored and communicated in relation to budget vs 
actual? 
Statement Mean Mode SD Alpha 
7.     Our organisation monitors the budget on a regular basis,  e.g. monthly. 4.19 5 1.17 
0.96 
8.     Communication and feedback in relation to the budget is  allowed for 
 in my organisation. 4.00 5 1.22 
9.     Communication of budget variance in relation to budget  versus actual 
 is adequate. 3.95 5 1.12 
Category 4  
Budget spending – Is authorisation and spending in line with policy and procedures, are the limits appropriate? 
Statement Mean Mode SD Alpha 
10.  Our organisation implements a policy for authorisation limits on 
 overspending at 7% or less. 3.00 3 1.22 
0.73 
11.  Any overrides of expenses are communicated through the 
 appropriate channels on a timely basis, consistent with  organisational 
 policy and procedures. 3.81 4 1.12 
12.  The amounts allocated for the budget are realistic and  appropriate. 4.00 4 0.89 
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Category 5  
Budget Expenditure control procedures – Are there effective procedures for efficient management of 
expenditure? 
Statement Mean Mode SD Alpha 
13.  Our organisation adequately conforms to all budget expenditure 
 control procedures and requirements. 3.90 4 1.00 
0.5 
14.  The budget authorisation procedures could be better defined 
 within our organisation. 3.00 4 0.95 
15.  Having a budget helps management prioritise spending. 4.48 5 0.93 
Figure 4.7: Category 5 Budget expenditure control procedures  
 
Category 5 in Figure 4.7 shows the results for budget expenditure control procedures.  The 
mean and modal results for statement 13 indicate there is a lean toward conformance with 
budget expenditure control procedures and requirements.  However, statement 14 was neutral 
as to whether the budget authorisation procedures could be better defined.  It is apparent from 
the results for statement 15 that having a budget helps management prioritise spending.  
Although the SD and mode are consistent, the alpha measurement indicates inconsistency.  As 
an alpha of 0.7 is considered acceptable, the alpha results of 0.5 indicate the items were not as 
closely related.  The inconsistencies were more apparent in statements 13 and 14.      
Category 6  
Budget system support – Does the data reporting system support the organisation’s budget goals and 
objectives? 
Statement Mean Mode SD Alpha 
16.  The allocation of expense codes supports budget monitoring 
 procedures. 3.86 4 1.15 
0.86 
17.  The system data is accurate and efficient for budget purposes. 3.86 4 1.01 
18.  The requirements for budget forecasting and monitoring in our 
 organisation are being adequately met. 3.76 4 1.09 
Figure 4.8: Category 6 Budget system support 
 
As per Figure 4.8 the category for budget system support showed that the organisations agreed 
that the systems supported budget procedures with a mode of 4.  The mean results for 
statements 16 to 18 ranged between 3.76 and 3.86.  The alpha measure was strong at 0.86 for 
internal consistency.  The statements overall conclude that the expense codes were 
appropriate, system data generated was efficient and that they generally agreed the 
requirements for budget forecasting and monitoring were being met.  However, there was 
some disagreement in the results for statement 16 with a SD of 1.15.    
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Category 7  
Budget performance – Is the budget incorporated into the financial strategy and does it support the 
organisation’s budget requirements satisfactorily? 
Statement Mean Mode SD Alpha 
19.  The budget is considered as an important tool in the financial 
 strategy of our organisation. 4.38 5 0.97 
0.85 
20.  The budget versus actual is monitored for budget performance 
 optimisation. 4.10 4 1.00 
21.  The budget in our organisation considers both short term and long 
 term strategic goals. 4.14 5 0.79 
Figure 4.9: Category 7 Budget performance  
 
As shown in Figure 4.9, category 7 related to budget performance and the financial strategy of 
the organisation.  There was a slightly higher mean for the 3 statements ranging between 4.10 
and 4.38 and the mode for statements 19 and 21 strongly agreed that the budget is an 
important tool in the financial strategy and that the budget considers both short term and long 
term strategic goals. The monitoring of budget versus actual rated slightly less.  However, 
overall, statistical results ranged from agree to strongly agree.  The alpha measured strongly in 
relation to internal consistency at 0.85 being acceptable. 
 
Category 8  
Budget variance analysis – Is budget variance analysis carried out in the organisation to ensure the reaching of 
budget objectives is satisfactory?  
Statement Mean Mode SD Alpha 
22.  Budget variance analysis is carried out effectively in our 
 organisation. 3.86 5 1.11 
0.87 
23.  Our organisation uses budget forecasting tools, e.g. trend analysis, 
 regression analysis. 3.43 3 1.25 
24.  Budget control procedures and strategies are reviewed to ensure our 
 organisation is meeting its objectives in the most efficient way. 3.95 4 1.02 
Figure 4.10: Category 8 Budget variance analysis  
 
Figure 4.10 shows category 8 in relation to budget variance analysis.  Statement 22 looked at 
whether budget variance was effective and this had a mean measure of 3.86 being closer to 
agreed, however, 33% had responded between strongly disagree and neutral.  As per statement 
23, the use of budget forecasting tools was significantly less with a more neutral mean and 
mode of 3.43 and 3, respectively.  The SD for statement 23 also had a higher dispersion 
measure of 1.25, revealing 47% responded between strongly disagree and neutral.  Statement 
24 leaned more towards agreed that budget control procedures and strategies are reviewed.  
The alpha measure for internal consistency was highly acceptable at 0.87.  
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Category 9  
Budget slack – Are budget targets reasonable and satisfactory, without overcompensating the budget to meet 
organisation goals and objectives. 
Statement Mean Mode SD Alpha 
25.  Any budget slack is marginalised to avoid under performance and to 
 optimise allocation of resources to meet the objectives of our 
 organisation. 3.71 4 1.06 
0.84 
26.  Budgeted long term and short term objectives for our  organisation 
 are being met or are at a satisfactory position. 3.76 4 1.00 
27.  The budget goals are reasonable in our organisation for 
 measuring budget performance. 4.00 4 0.95 
Figure 4.11: Category 9 Budget slack  
 
Figure 4.11 shows the results for category 9 in relation to budget slack.  As seen, the modal 
category is consistent and there is a mean range of 3.71 to 4.  The statements looked at 
whether budget slack was marginalised to avoid under performance and to rather optimise 
allocation of resources and whether long term and short term objectives budgeted were 
satisfactory and reasonable for measuring budget performance.  Overall, budget optimisation 
seemed satisfactory.  However, statements 25 and 26 did have as much as 38% and 33%, 
respectively, responding in the strongly disagree to neutral range.  The alpha measure of 0.84 
showed a high acceptability for internal consistency.   
 
 Category 10  
Budget performance - Is measurement satisfactory and does it help monitoring budget goals and objectives in 
relation to budget performance? 
Statement Mean Mode SD Alpha 
28.  Budget performance is satisfactorily measured in our  organisation. 3.90 4 1.09 
0.72 
29.  Budget performance measures are not reflecting budget goals and 
 objectives effectively. 2.33 3 0.97 
30.  Budget performance is satisfactory in our organisation in 
 relation to budget goals and objectives. 3.86 4 0.96 
Figure 4.12: Category 10 Budget performance 
 
Figure 4.12 shows results for the last category in relation budget performance.  There were 
lower results than seen from the other categories.  However, statement 29 stated that the 
organisations disagreed that budget performance measures did not reflect budget goals and 
objectives effectively and this was disagreed with by the organisations resulting in a mean of 
2.33.  Accordingly, it was considered that budget goals were reasonable in relation to budget 
performance.  The alpha measure of 0.72 showed internal consistency was acceptable. 
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Overall, the results on average were reasonably consistent and the mean for all of the 
statements mostly ranged between 3 (neutral) and 4.48 (agreed to strongly agreed).  The 
stronger points from the survey indicated that there was good support from management for 
the budget method used.  It was also well agreed that the budget helps management prioritise 
spending and that the budget is an important tool in the financial strategy of the organisation.  
Regular budget monitoring also featured strongly.   
 
Although the majority of the responses for the survey statements were in a more acceptable 
range, there were some more neutral results that formed from the statistical analysis.  This was 
mostly seen from statements that resulted in a SD showing a wider dispersion of results that 
ranged from strongly disagree to neutral.  These statements were from the categories relating 
to budget method, budget implementation, budget communication, budget spending, budget 
systems, budget variance and budget slack.   
 
In particular, 47% of the respondents did not agree that the budget was well supported by non-
management employees.  In relation to communication 28% did not agree that communication 
for the budget reporting was effective.  There was a 71% discrepancy in relation to the policy 
for having an authorisation limit of 7% or less on overspending against the budget and as 
much as 28% of the respondents did not agree that expense codes supported budget 
monitoring procedures.   
 
Other areas where there was significance with negative responses was seen in the use of 
budget forecasting tools, e.g. trend analysis and that budget variance analysis was not 
considered effective.  The results also showed that 33% of respondents did not agree that 
budgeted long term and short term objectives are being met or are at a satisfactory position.  It 
was also noted that 38% did not agree that any budget slack is marginalised to avoid under 
performance and to optimise allocation of resources to meet organisation objectives.  
Accordingly, there was some discrepancy that budget margins and budget objectives were at 
the optimal levels.  
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Overall, although there were some measures of strongly agree in the survey results, they did 
not form the majority in relation to the statistical methods applied.  The responses to the 
statements, however, did highlight some discrepancies, as mentioned, resulting with some 
areas that could be improved for optimising budget procedures and results. 
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4.4 NON-PARAMETRIC AND PARAMETRIC ANALYSIS 
 
In addition to the testing carried out for the sample group as a whole, further analysis was 
undertaken in relation to the sizes of the organisations.  Demographic information was 
obtained in relation to the number of employees for each of the organisations and the 
following parametric (T-test) and non-parametric (Mann-Whitney U Test) analysis has been 
carried out.  This is a comparative analysis which focuses on the survey results in two 
comparative parts relating to the differences in the group sizing of the organisation.   
 
The parametric and non-parametric testing was carried out in relation to the group sizing of 
the organisations.  Two groups were formed for the small to medium sized organisations and 
the medium to larger sized organisations.  The small to medium (S-M) sized group consisted 
of organisations with 49 employees or less.  The medium to large (M-L) sized group consisted 
of organisations with 50 employees or more.   
 
As the sample size was small, it needed to be assumed that the data was normally distributed.  
Accordingly, a non-parametric test was also carried out, as this test does not require normality.  
Figure 4.1 shows the pie chart for the graphical representation of the group in relation to the 
size of the organisations.  The segment shaded in red represents the S-M companies (57%) and 
the segment shaded in greed represents the M-L (43%) companies.     
 
 
Figure 4.13: PIE CHART of group 
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4.4.1 Non-parametric analysis 
 
As per Hamburg and Young (1994:654) the Mann-Whitney U (Rank Sum) non-parametric test 
sums the ranks of observations of the two samples that have been merged.  The statistic U 
provides a measurement of the difference between the ranked observations of the two samples 
and yields evidence about the difference between the two population distributions.  
 
Mann-Whitney U Test (Non-parametric test) 
 
Rank Sum Rank Sum U Valid N Valid N 2*1sided 
 
S-M M-L 
 
S-M M-L exact p 
Cat1 152.5 78.5 33.5 12 9 0.1479 
Cat2 139.0 92.0 47.0 12 9 0.6511 
Cat3 142.0 89.0 44.0 12 9 0.5079 
Cat4 136.5 94.5 49.5 12 9 0.7544 
Cat5 153.0 78.0 33.0 12 9 0.1479 
Cat6 128.5 102.5 50.5 12 9 0.8078 
Cat7 141.5 89.5 44.5 12 9 0.5079 
Cat8 130.5 100.5 52.5 12 9 0.9170 
Cat9 134.0 97.0 52.0 12 9 0.9170 
Cat10 133.0 98.0 53.0 12 9 0.9723 
Figure 4.14: Mann-Whitney U Test 
 
The groups are fairly evenly split with 12 organisations within the S-M group and 9 
organisations with the M-L group.  It is clear from the table above that the sum of the ranked 
values for the S-M group is constantly greater than that of the M-L group.  This means that on 
all ten categories the S-M group tended to have higher scores.  However, mainly due to the 
small sample, these differences are not indicated as statistically significant (all p–values are 
greater than 0.05).   
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4.4.2  Parametric Analysis 
 
The T-test (parametric analysis) looks at the difference between the two sample means.   
 
 
T-tests; Grouping: 
Group 
         
 
Mean Mean 
t-
value df p 
Valid 
N 
Valid 
N Std.Dev. Std.Dev. Cohen's d 
 
S-M M-L 
   
S-M M-L S-M M-L 
  Cat1 4.06 3.41 1.75 19 0.0970 12 9 0.60 1.09 0.77 M 
Cat2 3.97 3.63 0.93 19 0.3649 12 9 0.50 1.15 0.41 S 
Cat3 4.31 3.70 1.23 19 0.2350 12 9 0.74 1.48 0.54 M 
Cat4 3.72 3.44 0.71 19 0.4880 12 9 0.63 1.15 0.31 S 
Cat5 4.00 3.52 1.68 19 0.1093 12 9 0.47 0.84 0.74 M 
Cat6 3.86 3.78 0.19 19 0.8503 12 9 0.77 1.22 0.08 S 
Cat7 4.33 4.04 0.82 19 0.4225 12 9 0.60 1.05 0.36 S 
Cat8 3.81 3.67 0.30 19 0.7640 12 9 0.67 1.38 0.13 S 
Cat9 3.92 3.70 0.54 19 0.5933 12 9 0.53 1.22 0.24 S 
Cat10 3.83 3.78 0.15 19 0.8805 12 9 0.66 1.01 0.07 S 
            
      
S=Small practical significance 
  
      
M=Medium practical significance 
  
 
Figure 4.15: T-test parametric analysis 
 
Looking at the means for the two groups, the same trend is apparent here as was seen in the 
previous section, namely that the S-M group tends to have higher mean scores on all ten 
categories.  
 
It can be noted from the results that for the T-test (parametric analysis) that none of the 
differences are statistically significant.  However, Cohen’s d values that indicated M show 
some medium practical significance in relation to the certain categories.  In particular, 
category 1 which relates to the budgeting method, category 3, budget communication, and 
category 5 for budget expenditure control procedures.   
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Figure 4.16 shows the t-test results for category 1 in relation to the parametric analysis.  
 
 
Figure 4.16: Category 1 T-test results 
 
 
In reviewing the survey responses for category 1, the differences with the two sized 
organisations appear to be in statements 1 and statements 3.  The small to medium (S-M) sized 
organisations mostly agreed that they used a traditional budgeting method, as stated in 
statement 1, whereas the medium to large-sized organisations had responded mostly as 
disagreed or neutral.  In statement 3, there was mostly a neutral or agreed response for the S-
M sized organisations, whereas the M-L sized organisations had more of a strongly disagree or 
disagree response.   
 
Category 1 - Budget method - What is the organisation’s budget method and is it well supported? 
Statement 1.     My organisation uses traditional budgeting methods versus alternative methods (alternative 
methods being specific budget methods e.g. zero based budgeting, activity based budgeting). 
Statement 2.     The budgeting method used by my organisation is supported by  management. 
Statement 3.     The budgeting method used by my organisation is supported by  non-management employees. 
          
T-tests; Grouping: 
Group 
Mean Mean 
t-
value df p 
Valid 
N 
Valid 
N Std.Dev. Std.Dev. Cohen's d 
S-M M-L S-M M-L S-M M-L 
Cat1 4.06 3.41 1.75 19 0.0970 12 9 0.60 1.09 0.77 M 
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Figure 4.17 shows the t-test results for category 3 in relation to the parametric analysis.  
 
 
Figure 4.17: Category 3 T-test results 
 
The statements for category 3 relate to budget communication.  The differences seen in the 
responses for this category only related to a few respondents in the M-L group for the three 
statements in that they had disagreed.  It was noted, however, that there was a similar number 
of respondents in the S-M group that did had a neutral response and had also not completely 
agreed with these statements.  Although there was some discrepancy in statement 7, it was 
mostly agreed that the budget is monitored regularly by both groups.  The communication and 
feedback, as per statement 8, also had some disagreement from the M-L organisations and did 
statement 9, communication of budget variance in relation to budget versus actual is adequate.         
 
Category 3 -  Budget communication – How well is budget reporting monitored and communicated in relation 
to budget vs actual? 
Statement 7.      Our organisation monitors the budget on a regular basis, e.g. monthly. 
Statement 8.      Communication and feedback in relation to the budget is allowed for in my organisation. 
Statement 9.      Communication of budget variance in relation to budget versus actual is adequate. 
          
T-tests; Grouping: 
Group 
Mean Mean 
t-
value df p 
Valid 
N 
Valid 
N Std.Dev. Std.Dev. Cohen's d 
S-M M-L S-M M-L S-M M-L 
Cat3 4.31 3.70 1.23 19 0.2350 12 9 0.74 1.48 0.54 M 
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Figure 4.18 shows the t-test results for category 5 in relation to the parametric analysis.  
 
 
Figure 4.18: Category 5 T-test results 
 
Category 5 is in relation to statements 13 to 15 which are relative to budget expenditure 
control procedures.  In looking further at the survey responses, it was noted from statement 14 
that more of the S-M sized organisations thought that the budget authorisation procedures 
could be better defined.  The M-L organisations either had a response that disagreed or was 
neutral to this statement.  Statements 13 and 15 had a similar range of responses between the 
two groups and were not as different as statement 14.  Statement 13 was mostly agreed, apart 
from a few neutral responses, that the organisations adequately conform to all budget 
expenditure control procedures and requirements.  Statement 15 confirms that having a budget 
helps management prioritise spending.      
 
Overall, the parametric analysis highlighted some results that showed differences in the two 
groups, but that there was mostly small practical significance in the results.  Although, there 
were some differences of medium practical significance giving indication of some real 
differences, further research with larger samples would benefit the results by confirming these 
differences.    
Category 5 -  Budget Expenditure control procedures – Are there effective procedures for efficient 
management of expenditure? 
Statement 13.      Our organisation adequately conforms to all budget expenditure control procedures 
and requirements. 
Statement 14.      The budget authorisation procedures could be better defined within our organisation. 
Statement 15.      Having a budget helps management prioritise spending. 
          
T-tests; Grouping: 
Group 
Mean Mean 
t-
value df p 
Valid 
N 
Valid 
N Std.Dev. Std.Dev. Cohen's d 
S-M M-L S-M M-L S-M M-L 
Cat5 4.00 3.52 1.68 19 0.1093 12 9 0.47 0.84 0.74 M 
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4.5 CONCLUSION 
 
The survey was targeted at logistics based organisations in Port Elizabeth.  A sample size of 
21 was yielded from a population of 60 organisations.  The business descriptions included 
logistics, warehousing distribution, clearing and freight forwarding, transport and haulage.  
The job titles included senior and middle management.  The demographic information also 
considered the number of employees in the organisation and the sample size revealed a good 
range for this.   
 
The survey statements were divided up into 10 categories of budget areas for analysis.  These 
included implementation, communication, authorisation procedures, system data, strategy, 
variance, slack and performance.  The results for the budget categories were analysed using 
the Likert measurement through statistical analysis for the sample as a whole and the sample 
divided into the two group sizes.   
 
The statistical results for the group as a whole were mostly represented between neutral and 
agreed.  It was well agreed that the budget is an important tool, that it helps to prioritise 
expenditure and that it is monitored monthly.  Weaknesses identified included communication 
and feedback, authorisation limit for expenditure, allocation of expense code, budget variance 
analysis, budget slack and performance measures for budget objectives.   
 
The number of employees in the sample group was divided into a small to medium (S-M) 
sized group of 49 or less and a medium to large (M-L) sized group of 50 or more.  A 
comparative analysis was made on these two groups using the u-test (non-parametric) and the 
t-test (parametric).  This revealed some differences of medium practical significance from the 
t-test in relation to the budget method, communication and budget expenditure control.   
 
Overall, the statistic results provided insight into the budget objectives for the treatise and 
these results will be looked at further in the next two chapters for discussion and 
recommendation.     
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CHAPTER 5 
CONCLUSIONS  
 
As per chapter 1, the overall research objective was to identify some of the weaknesses of 
budget control in relation to budget expenditure.  The primary purpose of the study was to 
analyse budget procedures and, in particular, budget expenditure control procedures; and the 
primary objective was to propose effective budget expenditure control procedures.  The 
secondary objectives and research questions were developed to obtain research in the forms of 
primary and secondary data based on meeting the primary research objective.  This entailed 
the literature research discussed in chapter 2 and the online survey discussed in chapter 4.  The 
following sections 5.1 to 5.7 summarise the objectives as outlined in 1.4.2.   
 
5.1 Objective a - Budgets, budgeting practice and protocol  
 
The annual budget is a strategic financial plan with clear targets and goals.  The process is 
time consuming and complex and the detail and co-ordination needed, particularly in a large 
company, is significant and important to decision makers.  Managers have responsibility of 
overseeing company targets and goals being planned, implemented and achieved as closely as 
possible.   
 
Traditional budgeting methods appeared to be more common for the small to medium sized 
organisations, with larger organisations tending to adopt an alternative method.  This might be 
in the form of a rolling budget or activity based budget or some other alternative budget 
method that supports the business operations of the organisation.  
 
It was determined from category 1 of the survey that the budgeting method used by the 
organisations was supported by management, but not so well supported by non-management 
employees.  As per Raghunandan et al (2012:112), employees can be motivated through the 
budget process and the attitude of managers toward budgetary control can be improved.  It is 
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considered that budget targets and budget performance can be improved if employees 
throughout the hierarchy are committed and supportive towards the organisation’s budget.  
 
5.2 Objective b) Budget procedures 
 
The budget procedures in place will assist an organisation with its overall financial planning.  
Financial forecasting is an on-going procedure that will help the organisation to meet its 
financial goals and objectives, both long term and short term.  Each month is carefully planned 
and matched as closely as possible to expected cashflow.  Having adequate procedures in 
place will enable the organisation to achieve its budget goals and objectives.  The procedures 
will only prove to be as effective as they are implemented and followed.    
 
Regular review of the budget following its implementation will assist greatly in understanding 
variance issues and budget control.  Any budget variance needs to be communicated upward 
to appropriate managers and acted on accordingly.  In larger organisations, this helps to keep 
the overall cashflow of all departments to be controlled and managed at a higher level of 
authority.  Any significant issues can be noted for further investigation and followed up.   
 
As per Blumentritt (2006:75) strategic management and budgeting can be integrated or applied 
concurrently to achieve strategic and financial performance.  Having procedures in place that 
can address significant issues relating to the budget can help to improve strategic decision 
making.  Managers will have more timely data and feedback that can assist them in their 
decision making and support the company’s overall strategy and performance.   
 
It was considered that budgets are effectively implemented and adequately managed in 
category 2 of the survey.  However, the survey response indicated that employees could be 
better informed in relation to budget targets.  It is believed that non-management employees 
also have an impact in the performance of budget targets being achieved.  Accordingly, the 
budget performance will be improved if budget goals and objectives are established 
throughout the hierarchy of the organisation.   
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5.3 Objective c) Budget communication 
 
Communication in relation to budget procedures can help an organisation to ensure the budget 
is implemented and followed according to the organisation’s budget procedures in place.  
Managers need to be able to communicate well and make effective decisions and non-
management employees also need to co-operate in the communication process.  
Communication helps the managers higher up to monitor the overall budget throughout the 
organisation.  Accordingly, timely communication is desired for all variance and unexpected 
expenses as it allows for more effective decision making and prioritising of company goals.   
 
Category 3 in the survey revealed that the budget was monitored regularly and budget variance 
in relation to budget versus actual was communicated.  However, statement 8, communication 
and feedback in relation to the budget is allowed for in the organisation, did show some 
negative responses.  This was seen in both the small to medium sized organisations and the 
medium to large sized organisations.  It is considered that communication channels should be 
in place throughout the hierarchy of the organisation in relation to the budget as it can help the 
budget issues and requirements to be more transparent to budget decision makers.  
 
 
5.4 Objective d) Budget spending and budget variance 
 
In larger organisations, there are limits put in place for particular amounts that will exceed 
budget requirements.  A limit will, generally, be set at no more than 7%, so it could be 3% or 
5%, depending on the organisation’s preference.  It is expected that managers within the 
respective departments work within the budget to help ensure the necessary and respective 
targets are met.   
 
Category 4 of the survey showed neutral feedback in relation to having a policy in place and 
there was also negative feedback in relation to overrides of expenses being communicated 
through the appropriate channels.  Communication and feedback procedures for budgetary 
expenditure are necessary for improved performance and decision makers need accurate and 
timely data.     
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5.5 Objectives e) to g) Budget monitoring and control procedures 
 
Budget monitoring and control procedures are necessary for budget forecasting and 
establishing effective budget objectives.  Management would then be able to prioritise budget 
spending effectively and also recognise budget targets and requirements more clearly.  Having 
the necessary procedures in place can help ensure budget forecasting and monitoring 
procedures are streamlined toward effective budget decisions being made.  
 
The budget versus actual needs to be monitored in relation to budget performance and, 
accordingly, the budget is then a tool in relation to the financial strategy of the organisation.  
The budget goals and objectives, both short term and long term, need to be reasonable and 
satisfactory for effective budget performance.  Effective budget monitoring procedures need to 
also support the financial strategy of the organisation and be supportive of budget objectives.   
 
Monitoring the budget to actual is a monthly reporting function that provides an overview of 
how the department is performing in meeting the set forecasted targets and goals.  A 
comprehensive analysis can assist in identifying any variance issues or other irregularities that 
need following up.  The results of the analysis can help decision makers to see more detail of 
budget items.  Information that is accurate and timely is supportive and effective for managers 
in strategic decision making.     
 
Comprehensive and well measured analysis can help provide a realistic overview of the 
company’s overall budget performance.  The measurement and reporting procedures can 
enhance the decision making process by providing a more detailed and realistic focal point.  
Managers can then focus on what it necessary and important and address any issues that may 
surface.  Follow up and feedback will also help ensure that changes are made and issues are 
resolved.    
 
Monitoring the budget can help decision-makers to review certain budget items more 
effectively and determine realistic goals in budget-making decisions.  It is important for a 
budget to be working efficiently.  If there is significant variance, then it will impact on 
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cashflow in a negative way and lead to unnecessary costs and/or liquidation problems.  Having 
a financial plan greatly assists companies in their day to day operations.  It is necessary that 
this plan is working efficiently and being used to the best advantage for the company that it 
can.  This is best achieved with good monitoring procedures that are implemented and 
followed up regularly.  
 
The survey results from category 5 showed that budget authorisation procedures could be 
better defined.  In having clear guidelines, both non-management employees and management 
will be able to identify any budget issues in a more timely and effective way.  As per category 
6 the data reporting system can support the organisation’s budget goals and objectives.  
System checks and reports can help managers in reviewing expenditure, particularly in 
relation to the budget.   
 
Category 7 of the survey looks at the alignment of budget performance and the financial 
strategy, with the budget being considered as an important tool in this process.   Category 8 
looked at budget variance analysis and considers the use of budget forecasting tools, such as 
trend analysis and regression analysis.  Category 9 is in relation to budget slack and looks at 
whether the budget goals are reasonable and satisfactory for the goals and objectives of the 
organisation and that the budget is not overcompensated to meet targets.  It is important that 
budget slack is marginalised to avoid under performance and to optimise allocation of 
resources to meet the objectives of the organisation.  
 
Category 10 from the survey looked at budget performance and whether budget performance 
measures were satisfactory.  Effective budget monitoring procedures will establish budget 
performance measures that support budget goals and objectives efficiently.  Budget 
monitoring procedures need to be reviewed and evaluated as to whether they are sufficiently 
supporting the financial objectives of the organisation.  Budget forecasting tools can be 
incorporated into the budget process to more accurately assess the results of budget 
performance and provide more detailed information to budget decision makers.  
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CHAPTER 6 
RECOMMENDATIONS 
 
It was noted during the research gathering process that there were budget issues in relation to 
budget expenditure control procedures.  The various budget objectives were analysed in 
relation to the budget expenditure control and the following recommendations are based on the 
findings of the research.  The budget issues analysed can be relevant to most organisations and 
how they manage these issues is dependent on the control procedures within their particular 
organisation.  The following proposed recommendations are in response to the collection of 
data for the various categories and objectives of the treatise research.      
 
6.1 Objective a) Budgets, budgeting practice and protocol 
 
It is recommended that a budget method be analysed as to whether it is supportive to the 
business operations and size of the organisation.  The budgeting method needs to support the 
activities of the organisation and be adaptable to the budget forecasting and monitoring 
requirements of the organisation.  It is also recommended that the budgeting method be 
implemented in a way that supports both management and non-management employees.  
Human behaviour in relation to budget procedures can have an impact on the budget 
performance.  
 
6.2 Objective b) Budget procedures 
 
It is recommended that the budget procedures can incorporate both strategic planning and 
financial planning in the organisation’s financial forecast.  The budget goals and objectives 
can be incorporated into the organisation’s operations and procedures.  It is also recommended 
that budget goals and objectives are established throughout the hierarchy of the organisation.  
It is considered that having adequate procedures in place will enable the organisation to 
achieve its budget goals and objectives.   
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6.3 Objective c) Budget communication 
 
It is recommended that clear communication channels are established within the organisational 
hierarchy in relation to budget procedures as required for effective communication in the 
budget planning and decision making.  It has been noted that human behaviour does have an 
impact on budget performance and the attitude of managers can be effective in communication 
procedures within the organisation.   Communication in relation to the budget needs to be 
regular and timely to ensure that the budget versus actual is reviewed and monitored 
effectively.  This will enable budget decision making to be effective in relation to meeting 
financial and strategic objectives.  
 
 
6.4 Objective d) Budget spending and budget variance 
 
It is recommended that policies are established in relation to budget overrides and budget 
variance.  The requirements for feedback and communication of budget variance will be 
particular to the organisation and the nature of expenses.  However, having established 
guidelines in place for employees (both non-management and management) will help assist 
budget decision makers to receive timely data for effective decision making purposes.   If the 
right controls procedures are in place for budget spending, then decision makers can have up 
to date budget information for any re-allocation purposes, budget issues or general forecast 
requirements.   
 
 
6.5 Objective e) to g) Budget monitoring and control procedures 
 
It is recommended that effective budget monitoring and control procedures are in place in 
order that the budget versus actual is regularly reviewed.  This will help streamline the budget 
expenditure control procedures, allowing budget decision makers to have accurate and timely 
data to assist in the budget decision making requirements.  Budget decision makers will be 
able to analyse cashflow and budget performance more effectively if budget monitoring 
procedures provide the necessary support to budgeting requirements.  The use of budgetary 
tools, such as trend analysis and regression analysis, can also greatly assist in the financial 
forecasting and strategy needs of the organisation.  Accordingly, if efficient budget monitoring 
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and control procedures are established and followed in a timely manner, then budget variance 
can be monitored more effectively.   
 
6.6 Future Research 
 
In addition to the research undertaken, future research was identified in relation to some of the 
budget areas discussed.  In particular, further research could be explored for budget methods, 
e.g. traditional versus alternative budget methods.  The integration of strategic management 
and financial management, which integrates strategy and budgeting, could be further 
researched.  Also, budget behaviour could be researched, which looks closely at the 
behavioural side of budgeting and how human behaviour impacts on budgeting and budget 
performance.   
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